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U S. SETTLES FALSE CLAIMS ACT LAWSUI T ALLEG NG | LLEGAL
VEDI CAI D PATI ENT REFERRAL SCHEME

M CHAEL J. GARCIA, the United States Attorney for the
Sout hern District of New York, announced today that on Septenber
9, 2005, the CGovernnent filed a civil conplaint agai nst APPLI ED
CONSULTI NG, I NC. (“CONSULTING') and APPLI ED CASEMANAGEMENT, | NC.
(“ CASEMANAGEMENT”). The conpl aint alleges that CONSULTI NG and
CASEMANAGEMENT entered into illegal patient referral schenmes with
three hospitals, and then falsely billed Medicaid for the care of
these illegally-referred patients. M. GARCH A al so announced
that, sinultaneous with filing its Conplaint, the Governnent
entered into a settlenent agreenment resolving its clains against
CONSULTI NG and CASEMANAGEMENT. Whi |l e denyi ng any wongdoing in
the settl enent agreenent, CONSULTI NG and CASEMANAGEMENT have
agreed to pay the Governnment $2.75 mllion over the next three
years to settle the Governnent’s clai ns agai nst them

United States District Judge KIMBA M WOOD approved the

settlenment today in Manhattan federal court.



The allegations of fraud were first brought to the attention
of the Governnment by a whistle-blower, who filed a conpl aint
under the qui tam provisions of the False Clainms Act. The qui
tam provisions of the False Clains Act permt the Governnment to
intervene in cases originally comrenced by private parties who
have know edge of fraud comm tted agai nst the Governnent. Under
t hese provisions, there can be liability both for know ngly
submtting false or fraudulent clains or for know ngly causing
another to do so.

The Governnent alleged in its Conplaint that beginning in
1997, CONSULTI NG and CASEMANAGEMENT entered into illegal patient
referral schemes with The Mount Vernon Hospital (“MOUNT VERNON)
Cat skill Regional Medical Center (“CATSKILL"), and anot her
hospital in the New York City area under the guise of
“adm ni strative services agreenents.” Under these agreenents,
the hospitals paid between $50, 000 and $73,000 per nonth to
CONSULTI NG and CASEMANAGEMENT to provi de 22 separate
adm ni strative services to the hospitals’ al cohol and substance
abuse treatnent and detoxification units, including patient
referrals. The Conplaint alleged that, other than patient
referrals, the adm nistrative services under the contracts were
not needed by the hospitals, were not provided by CONSULTI NG and
CASEMANAGEMENT, or were worthless. Thus, the admnistrative

servi ces agreenents anounted to nothing nore than patient



referral contracts. Referral of patients for a fee violates the
New York State Medicaid regulations and state and federal anti-
ki ckback st at utes.

The Conpl aint further alleged that the hospitals thereafter
billed the Medicaid programfor the treatnment they provided to
the illegally-referred patients. As alleged in the Conpl aint,
the clains that the hospitals presented to Medicaid were fal se or
fraudulent in that the hospitals certified to the Governnent that
it had provided the services in conpliance with all |aws and
regul ations. According to the Conplaint, from 1997 to 2004, the
hospitals treated hundreds of illegally-referred patients, and
t hereby submitted or caused to be subm tted hundreds of false
clainms to Medicaid.

The Conpl ai nt al so al | eged t hat CASEMANAGEMENT referred
patients to MOUNT VERNON know ng that MOUNT VERNON was not
certified by the New York State O fice of Al coholismand
Subst ance Abuse Services to provide inpatient alcohol
detoxification services. New York State Medicaid regul ations
prohibit entities frombilling Medicaid for nedical services that
the entities are not licensed to provide. Thus, the Conpl aint
al | eged, CASEMANAGEMENT know ngly caused MOUNT VERNON to subm t
false clains to Medicaid for the services it provided to patients
inits detoxification unit because MOUNT VERNON was never legally

permtted to submt those clains at all



Bot h MOUNT VERNON and CATSKI LL previously entered into
settlements with the Governnent providing for the paynent of
$2.65 million over five years, and $1.5 mllion over three years,
respectively. 1In connection with those settlenents, the
hospitals also entered into corporate integrity agreenents with
the O fice of Inspector CGeneral of the Departnent of Health and
Human Services, which are ainmed at ensuring that their
participation in the Federal health care prograns is in
conformty wth the statutes, regulations and other directives
applicable to those prograns.

M. GARCI A stated: "This settlement denonstrates the federal
government’s commtnent to conbat health care fraud, and the high
price to be paid for scamm ng federal funds."

M. GARCI A praised the investigative efforts of the Federal
Bureau of Investigation and the Departnent of Defense I|nspector
Ceneral’s Defense Crimnal Investigative Service.

Assistant United States Attorney RAMON E. REYES, JR is in
charge of the case.
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